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A recent World Bank report on the Barbadian economy paints a dismal picture for 1987. Courtney
Blackman, head of the Barbadian Central Bank, agrees: "Based on Central Bank economists'
projections, we will need a lot of luck to achieve real growth in gross domestic product during 1987."
To remedy the situation, the World Bank (WB) recommends devaluation of the national currency,
increased import taxes, and wage controls. Blackman claims a "tremendous national effort to lift the
economy from its present low equilibrium plateau" is required. Last year real economic growth was
about 3%. WB estimates for 1987 indicate a negative growth of 1.5%, largely an outcome of expected
declines in manufacturing output. World Bank economists argue exchange rate devaluation would
boost exports, reduce imports, and improve overall economic efficiency, and competitiveness in
foreign markets. The imposition of new import taxes would also help reduce the negative effects
of the government's fiscal policy introduced in July 1986. The first official reaction to the World
Bank report came from Minister of Finance Richie Haynes. He said, "The policy of the government
of Barbados is that there will be no devaluation of the Barbadian dollar." Haynes added that the
World Bank has its own views on appropriate fiscal policy, which differ from "our own position."
In the normal course of events, he said, "we will examine the government's revenue needs." The
minister argued that the government's principal fiscal problem is not revenue per se. Instead,
attention is being directed at eliminating wasteful expenditures, and ensuring that public spending
is directed toward the real needs of the population. Next, Haynes said he recognized the island has
a competitiveness problem in relation to exports. However, the government has chosen to address
the issue via the measures introduced in July last year. That policy, he added, is aimed at reducing
export producers' costs by cutting their tax burden and encouraging "moderation in wage rates."
According to the Central Bank chief Blackman, since 1980 unemployment has consistently increased,
and the country's public and foreign debt have quadrupled. He claimed falling output levels in both
the sugar industry and manufacturing are the most serious economic reversals at present. In terms
of economic development priorities, he mentioned diversification of agricultural production directed
at restoring export revenue dollars lost as a result of the cutback in the island's share of the US sugar
market quota. Next, he said it is necessary to develop extra-regional markets, improve marketing
of the country's tourism services, and continued promotion of Barbados as an important off-shore
business center. Data from the government's "continuous household sample survey" indicate that
unemployment in the last quarter of 1986 was 19%, up 0.7% over the same period in 1985. (Basic data
from PRENSA LATINA, 02/23/87)
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